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Purpose: This new rule provides clarification of insurable interest requirements in the context of corporate-owned life
insurance in Washington state.
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Citation of existing rules affected by this order:
Repealed:
Amended:
Suspended:

Statutory authority for adoption: RCW 48.02.060 and 48.18.586

Other authority :

PERMANENT RULE ONLY (Including Expedited Rule Making)
Adopted under notice filed as WSR 07-17-166 on August 22, 2007 (date).
Describe any changes other than editing from proposed to adopted version:
1. In Subsection (3), the insurer is required to keep, or require the employer to keep, throughout the period of insurance,
evidence that the insured was a “key person” at the time the contract was made. The rule as proposed would have
required the insurer to keep such evidence. ,
2. In Subsection (5), the definition of “key person” was amended to recognize the definitions of “highly compensated
individual” and “highly compensated employee” in the Internal Revenue Code. The rule as proposed had included some
requirements that did not quite match standards found in the Internal Revenue Code.

If a preliminary cost-benefit analysis was prepared under RCW 34.05.328, a final cost-benefit analysis is available by

contacting:
Name: phone ()
Address: , fax ()
e-mail
EMERGENCY RULE ONLY

Under RCW 34.05.350 the agency for good cause finds:

1 That immediate adoption, amendment, or repeal of a rule is necessary for the preservation of the public
health, safety, or general welfare, and that observing the time requirements of notice and opportunity to
comment upon adoption of a permanent rule would be contrary to the public interest.

[] That state or federal law or federal rule or a federal deadline for state receipt of federal funds requires
immediate adoption of a rule.

Reasons for this finding:
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NEW SECTION

WAC 284-23-580 Insurer must obtain and keep evidence that
insured is a key person--Definition of "key person." (1) If a
business entity seeks to be the owner and beneficiary of a contract
of life insurance on an employee, the insurer must obtain and keep
evidence that the business entity had an "insurable interest" in
the life of the insured as required by RCW 48.18.030(3) and that
the insured was a "key person" at the time the contract was made.

(2) An insurer issuing employer—-owned key person life
insurance to a Dbusiness entity shall establish and apply
appropriate underwriting guidelines to ensure that the employees or
other persons on whose lives key person life insurance policies are
written are actually key persons.

(3) An insurer issuing employer-owned life insurance policies
or certificates must keep or require the employver to keep
throughout the period of insurance, evidence that the insured has
applied for or consented to the contract in writing. Consent
requirements include, but are not limited to RCW 48.18.030,
48.18.060, and 48.18.580.

(4) If a contract of insurance is entered into pursuant to an
exchange under Section 1035 of the Internal Revenue Code, an
insurer is not required to obtain a new consent by the insured
employee (as required at RCW 48.18.580(2)) only if the insurer to
be replaced provides the replacing insurer with a copy of the
original signed consent.

(5) The term "key person" means a person that, during the year
the contract was made, was:

(a) A director; :

(b) A shareholder who owns more than five percent in wvalue of
the stock of the employer; or

(c) A "highly compensated individual" or "highly compensated
employee"” within the meaning of Internal Revenue Code sections
414 (qg), 105(h) or 101(j), as applicable.
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